ha

',‘

&

W | Y %/3/0 3

- UNITED STATES OMB APPROVAL
SECURITIES OMMISSION OMB Number: 3235-0128
Washington, D.C. 20549 Expires: October 31, 2004

Estimated average burden
ANNUAL AUD'TED REPORT hours perresponse...... 12.00
FORM X-17A-5
PART III

SEC FILE NUMBER
8-52512

FACING PAGE
Information Required of Brokers and Dealers Pursuant to Section 17 of the

Securities Exchange Act of 1934 and Rule 17a-5 Thereunder

REPORT FOR THE PERIOD BEGINNING 01-01-02 ANDENDING__ 12-31-02
MM/DD/YY MM/DD/YY

A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER).ﬂe Z]@oﬁ (_ Gﬁoup 5@@% 2y 'He 5 jl/é/ OFFICIAL USE ONLY

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM 1.D. NO.

1220 Ponti A #301
antas e (No. and Street) /PRGCESSEB

Cranston RI 02920 {1 i
[—MAR-1-3 2003

(City) (State) (Zip Code)
THOMSON
NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT FINANCIAL
Barry Misbin 401-943-2210

(Area Code — Telephone Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Cayer Prescott Clune Chatellier
(Name — if individual, state last, first, middle name)

Two Charles Street Providence RI//& 02904
(Address) (City) (State) N0 (Zip Code)
5
CHECK ONE:

& Certified Public Accountant
O Public Accountant

[J Accountant not resident in United States or any of its possessions.

FOR OFFICIAL USE ONLY

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See Section 240.17a-5(e)(2)

Potential persons who are to respond to the collection of
information contained in this form are not required to respond

SEC 1410 (06-02) unlessthe form displays a currently valid OMB control number. 6‘) \/L
")




OATH OR AFFIRMATION

I, Barry Misbin , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

The Capital‘Group Securities, Tnc , as
of 12/31 ‘ ,2002 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

NONE

C KQ _

President
/Z m Title

Notary Publ U

hlS report ** contains (CHeck all applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

() Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(J) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(I) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

Ok O ORMKDEIEIRERS

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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- | OVNGINP RESCOTT
QRVENRA C HATELLIER]

CERTIFIED PUBLIC ACCOUNTANTS
BUSINESS CONSULTANTS

Providence, Rhode Island

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL REQUIRED BY
SECURITIES AND EXCHANGE COMMISSION RULE 17a-5 FOR A BROKER-DEALER
- CLAIMING AN EXEMPTION FROM SEC RULE 15¢ 3-3

To the Board of Directors of
The Capital Group Securities, Inc.
Cranston, Rhode Island ’

In planning and performing our audits of the financial statements and supplemental schedules of
The Capital Group Securities, Inc. (the Company) for the years ended December 31, 2002 and 2001, we
considered its internal control, including control activities for safeguarding securities, in order to determine
our auditing procedures for the purpose of expressing our opinion on the financial statements and not to
provide assurance on the internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have
made a study of the practices and procedures followed by the Company including tests of such practices
and procedures that we considered relevant to the objectives stated in rule 17a-5(g) in making the periodic
computations of aggregate indebtedness (or aggregate debits) and net capital under rule 17a-3(a)(11) and
for determining compliance with the exemptive provisions of rule 15¢3-3. Because the Company does not
carry securities accounts for customers or perform custodial functions relating to customer securities, we
did not review the practices and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons
Recordation of differences required by rule 17a-13

3. Complying with the requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining internal control
and the practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility,
estimates and judgments by management are required to assess the expected benefits and related costs
of controls and of the practices and procedures referred to in the preceding paragraph and to assess
whether those practices and procedures can be expected to achieve the SEC's above-mentioned
objectives. Two of the objectives of internal control and the practices and procedures are to provide
management with reasonable, but not absolute assurance that assets for which the Company has
responsibility are safeguarded against loss from unauthorized use or disposition and that transactions are
executed in accordance with management's authorization and recorded properly to permit preparation of
financial statements in conformity with generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.
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Because of inherent limitations in internal control or the practices and procedures referred to above,
error or fraud may occur and not be detected. Also, projection of any evaluation of them to future periods
is subject to the risk that they may become inadequate because of changes in conditions or that the
effectiveness of their design and operation may deteriorate.

Our consideration of internal control would not necessarily disclose all matters in internal control
that might be material weaknesses under standards established by the American Institute of Certified
Public Accountants. A material weakness is a condition in which the design or operation of the specific
internal control components does not reduce to a relatively low level the risk that error or fraud in amounts
that would be material in relation to the financial statements being audited may occur and not be detected
within a timely period by employees in the normal course of performing their assigned functions. However,
we noted no matters involving internal control, including control activities for safeguarding securities, that
we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in accordance
with the Securities Exchange Act of 1934 and related regulations, and that practices and procedures that
do not accomplish such objectives in all material respects indicate a material inadequacy for such
purposes. Based on this understanding and on our study, we believe that the Company’s practices and
procedures were adequate at December 31, 2002 and 2001, to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management,
the SEC, the National Association of Securities Dealers, Inc. and other regulatory agencies that rely on rule
17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers,
and is not intended to be and should not be used by anyone other than these specified parties.

February 18, 2003 @LW c&u\t ¥ Wﬁm’;/ Lt




THE CAPITAL GROUP SECURITIES, INC.

FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2002 AND 2001




THE CAPITAL GROUP SECURITIES, INC.

TABLE OF CONTENTS
Schedule Page(s)

Independent AUditOr'S BEPOM......ccc it rrnree et e eccte e s sestr s s s s ane e sernee s snnbaree 1
Statements of Financial CoNdition...........ccviicrniniier e e et 2
Statements Of OPErationS.........iccvciiiicriiceiereneririsesrsees e s rersreessesessrreesorresesresssrnnnesons 3
Statements of Changes in Stockholders’ EQUILY .......ccocceeiriieiien i cveieesnnn e 4
Statements 0f Cash FIOWS ..o it cne s receesreess b sane 5
Notes to Financial StatemeNnts .......cccviiieiiiiieci e ree e e e e e s snessre e e rens 6-8
Computation of Net Capital Under Rule 15¢3-1 of the Securities and Exchange

COMMISSION..ccevrmrirrirrnieerrreeeniresneresseeenes eeteriseesrennten e e e e treebrreeesreeaeeorraeerresenreeetaans i 10
Computation for Determination of Reserve Requirements Under Rule 15¢3-3 of the

Securities and Exchange COmMMISSION ...t seseeneee s snnees I 11
Information Relating to Possession or Control Requirements Under Rule 15¢3-3 of the

Securities and Exchange ComMMISSION.......cccvvviiveriiieiciitrre s rreeee e eee e s ] 12
Schedule of Segregation Requirements and Funds in Segregation for Customers’

Regulated Commodity Futures and Options ACCOUNES ........ccevveriricrrnniressreneesceesineennes v 13




OVNGANP RESCOTT
ORI CHATELLIER

CERTIFIED PUBLIC ACCOUNTANTS
BUSINESS CONSULTANTS

Providence, Rhode Island

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors and Stockholders of
The Capital Group Securities, Inc.
Cranston, Rhode Island

We have audited the accompanying statements of financial condition of The Capital Group
Securities, Inc. (a Rhode Island S-Corporation) as of December 31, 2002 and 2001, and the related
statements of operations, changes in stockholders’ equity and cash flows for the years then ended that you
are filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934. These financial statements
are the responsibility of the Company’s management. Our responsibility is to express an opinion on these
financial statements based on our audits. '

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of The Capital Group Securities, Inc. as of December 31, 2002 and 2001, and the results
of its operations and its cash flows for the years then ended in conformity with accounting principles
generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in Schedules |, Il, Ill, and IV is presented for purposes of
additional analysis and is not a required part of the basic financial statements, but is supplementary
information required by rule 17a-5 under the Securities Exchange Act of 1934. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a whole.

Lowga fuaatt Lty Chattt st 116

February 18, 2003




IHE CAPITAL GROUP SECURITIES, INC.

STATEMENTS OF FINANCIAL CONDITION
DECEMBER 31, 2002 AND 2001

ASSETS
2002 2001
Current assets:
Cash and Cash @QUIVAIENTS..........ccoeiie ittt et e e ste s te e be e ste s st ee e seaseteeraesneens $ 33,153 $ 28,752
Deposits with clearing oOrganization ...........cccvvcriinice e s e e s aesn e ees 26,203 25,964
CommISSIONS ECEIVADIE ... ittt et e s e a e eseees 70,000 102,112
TOtal CUITENT @SSEIS .........covvieviriee et eceerererees et e et ae s satesasaeres s beasaae s e e saerseaesnreses 129,356 156,828
TOTAL ASSETS.......oooeevee it tirteee e eteee sttt e st sa et s bt s aba s e st e aataaeasetessretneaessreeesataaasaneens $129,356 $156,828
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:
COMMISSIONS PAYADIE ...c.eeuieviriieeiecirtee s ettt et tra e e esesb e b sbe b e s na e st et ensrasenan $ 67,900 $ 99.048
Total cUIrrent Habiliti@s. .................cccceocveiviiiieeernree et ce s ssree s e rarees s senssreneesssnsvanesnane 67.900 99.048
Stockholders’ equity:
Common stock, no par value, authorized 2,000 shares, issued and outstanding 100
L] F=T =T O O SO PTPRTPRRIN 50,000 50,000
REtaiNEd BAMINGS....ocveor ettt sttt e sbe s s e saesbesae et rebeesbemren senesonesressns naaeassoes 11,456 7.780
Tolal SIOCKNOIAEIS’ @QUILY ...........cocooviiiiiniit ettt srre st ee e s st a e s nt e e e 61,456 57.780
TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY ........ocovviiiiiiieieieniee et $129,356  $156,828

SEE NOTES TO FINANCIAL STATEMENTS.




IHE CAPITAL GROUP SECURITIES, INC.
STATEMENTS OF OPERATIONS
YEARS ENDED DECEMBER 31, 2002 AND 2001
2002 2001

COMMISSION IMCOMIE ..ottt s et esae e e s se s s an s s nsassreneas $1,092,148 $750,423
COMMISSION BXPEIISE.......cc..oooniiiierieeesite e rete s e sae s e beeasbs e sseestnbessatsesssneassersersseesasnssenanns 1,076,247 734,494
GIOSS PIOFil .......veeei ettt et ee s s e s s v e st e st s e e s e e saa s e ae ettt e ranaee s beaa st s e sanaeanbansanenee s 15,901 15,929
Administrative @Xpenses............cccccvvvrveeiiinieeiisanesesieessessvenees v iserere e reret o e senaersesaens 12,464 7.500
OPETAtING INCOME .........ooieeveeeieeie ettt st se st e sttt e e reessae e tastabe e sraenreesetantaesneasnnesnns 3,437 8,429
Other income :

INEIESTINCOME ..iiiriiiiiriecrc ettt ettt et sr et s et nesate s sre st resaes et s enneesinenens 239 835
INELINCOIMIE........cooneiieiie ettt ettt ettt et st e et e b e e s ree s esa e st e s e b e st s eereassareeesstne e $ 3676 § 9264

SEE NOTES TO FINANCIAL STATEMENTS.
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THE CAPITAL GROUP SECURITIES, INC.
STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY
YEARS ENDED DECEMBER 31, 2002 AND 2001

Common
Stock Retained
Shares Amount Earnings (Deticit) Total
Balance at January 1, 2007 .........c...cecoeeevveenen. 100 $50,000 $(1,484) $48,516
NELINCOME ..ciivei ittt e e sbsanaes 9.264 9,264
Balance at December 31, 2001........................ 100 50,000 7,780 57,780
NELINCOME ..ottt eees e 3,676 3.676
Balance at December 31, 2002........................ 100 $50,000 $11,456 $61,456

SEE NOTES TO FINANCIAL STATEMENTS.




THE CAPITAL GROUP SECURITIES, INC.

STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2002 AND 2001

2002 2001
Cash flows from operating activities:
NEE INCOMIE . .t itieiii ettt teere e e se e s e et et e et atee e e sesassesasesensesseastassartesbe sasessensenssanseenransanns $ 3,676 $ 9,264
Adjustments to reconcile net income to net cash provided by operating activities:
Changes in assets and liabilities:
(Increase) decrease in COMMISSIONS reCeIVADIE ........cocoiiiiiccieieccre e evee e 32,112 (23,714)
(Decrease) increase in commissions Payable ......ccvvveciiiviniciiee e crresre s ree e e nree e (31,148) 24 977
Net cash provided by operating activities................cocccvvcieeieiiiniesienisnienese e es e 4,640 10,527
Cash flows from investing activities:
Increase in deposits with clearing organization ..........cccccvieciecncc e (239) (834)
Net cash used fOr invesSting @CtiVities ............ccccooouevvieie e i sraesseeaeens (239) (834)
Net increase in cash and cash eqUIValents............c.ccccccceoieeiiei e cciee s 4,401 9,693
Cash and cash equivalents, beginning of year...............c.ccocevvicriniiinicnieiniinci e 28,752 19,059
Cash and cash equivalents, €nd Of YEar.............cc.ceovvievueiiiennienieersieeirsaniaiessessesnnessscrnseesnen $33,153 $28,752

SEE NOTES TO FINANCIAL STATEMENTS.




IHE CAPITAL GROUP SECUBITIES, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2002 AND 2001

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations

The Company operates primafily throughout Rhode Island as a broker-dealer, registered with the
Securities and Exchange Commission under Section 15 of the Securities Exchange Act of 1934,

Revenue Recognition

Securities transactions and related commission revenues and expenses are recorded on a settlement
date basis.

Cash and Cash Equivalents

For purposes of reporting cash flow, cash and cash equivalents includes cash in checking and
savings accounts and short-term investments with original maturities of three months or less.

Financial Instruments

The carrying amount of the Company’s financial instruments, which inciudes cash, cash equivalents,
commissions receivable and commissions payable approxumate their fair value at the balance sheet date due
to their short-term nature.

Income Taxes

The Company has elected to be taxed under the provisions of subchapter S of the Internal Revenue
Code. Under those provisions, the Company generally will not pay corporate income taxes on its taxable
income. Instead, the shareholders are liable for income taxes on the Company’s taxable income as it affects
the shareholders’ individual income tax returns.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities as of the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.

Reclassifications

Certain reclassifications have been made to the 2001 financial statements to conform to the
classifications used in the 2002 financial statements.

(CONTINUED)




IHE CAPITAL GROUP SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2002 AND 2001

TRANSACTIONS WITH RELATED PARTIES

The Company has entered into an agreement with The Capital Group Financial Advisors, Inc.
whereby The Capital Group Financial Advisors, Inc. provides certain management services, which include
rent, utilities, salaries and other general and administrative expenses to the Company in exchange for $250
per month. The monthly payment can be waived at the discretion of The Capital Group Financial Advisors,
Inc. The shareholders of The Capital Group Financial Advisors, Inc. own 100% of the outstanding stock of
the Company. For the years ending December 31, 2002 and 2001, management fees of $3,000 were waived
by The Capital Group Financial Advisors, Inc.

During the years ended December 31, 2002 and 2001, the Company transferred commission income
of $1,076,247 and $734,494, respectively to the Company’s sole shareholders. These transfers represent
approximately 98.5% and 97.9%, respectively of total commission income.

NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (SEC
Rule 15¢3-1), which requires the maintenance of minimum net capital and requires that the ratio of aggregate
indebtedness to net capital, both as defined, not exceed 15 to 1.

The Company’s net capital as computed under 15¢3-1 was $60,932 at December 31, 2002 which
resulted in a net capital excess of the required net capital of $5,000 in the amount of $55,932. The ratio of
aggregate indebtedness to net capital at December 31, 2002 was 1.11 to 1.

The Company’s net capital as computed under 15¢3-1 was $49,911 at December 31, 2001 which
resulted in a net capital excess of the required net capital of $6,603 in the amount of $43,308. The ratio of
aggregate indebtedness to net capital at December 31, 2001 was 1.98 to 1.

CASH AND CASH EQUIVALENTS

At December 31, 2002, the carrying amount of the Company’s deposits was $33,153 and the bank
balance was $33,153, of which the entire amount was covered by federal depository insurance.

At December 31, 2001, the carrying amount of the Company’s deposits was $28,752 and the bank
balance was $28,752, of which the entire amount was covered by federal depository insurance.

CONCENTRATIONS OF CREDIT RISK

The Company is engaged in various trading and brokerage activities whose counterparties primarily
include various financial institutions. In the event counterparties do not fuifill their obligations, the Company
may be exposed to risk. The risk of default depends on the credit worthiness of the counterparty or issuer of
the instrument. It is the Company’s policy to review, as necessary, the credit standings of each counterparty
with which it conducts business.

(CONTINUED)




THE CAPITAL GROUP SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2002 AND 2001

COMMITMENTS

On October 13, 2000, the Company entered into an agreement with a clearing organization whereby
the clearing organization offers certain clearing, execution, and related services for transactions in securities.
The agreement stipulates that the Company will maintain a $25,000 escrow deposit, rising to $50,000 one
year following the date of the agreement. At December 31, 2002, the clearing organization has not requested
this increase. The balance on deposit totaled $26,203, resulting in a difference of $23,797. In the event of
termination, the Company will be charged for the actual cost of the transfer but not less than $7,500

MAJOR CUSTOMER

For the years ended December 31, 2002 and 2001,> the Company received 43% and 19%,
respectively of its income from one insurance company.

(CONCLUDED)
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SCHEDULE |
IHE CAPITAL GROUP SECURITIES, INC.
COMPUTATION OF NET CAPITAL UNDER
RULE 15¢3-1 OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2002 AND 2001
2002 2001
Net capital:
COMMON STOCK....eitieeti e e ittt s s sreeer e re s e e sre e tes st s bssebe s bears e e st e sbe e b e n e beasssennsesebesnnns $50,000 $50,000
Retained arNiNgGS «..ccciiiiiiceii et ettt e e bt et arn s 11.456 7.780
TORAL........ooccreeeeeieee ettt sttt e sttt e st e s e et e s e be e e e e b e e e ae s aee sabe et baeab e enbenrares 61,456 57,780
Adjustments to net capital:
L E= T (o U J OO O OO OO ORPOUR (524) {(369)
NONANOWADIE @SSE ....coviiieiiieeecieeie et b e ae st r e e seene s (7.500)
Net capital, as defifed ...............coceioeeireeeei et e s ea st an $60,932  $49911
Aggregate indebtedness:
COMMUSSIONS PAYADIE ...ttt et e se s e e s eae e aeae e saevanesaeenes $67.900 $99,048
Total aggregate iNdebledNEsS ..........c..cc..ccvevrevereiseeecrenrerssesireeiasestessssaeseseseesressnnns $67,900  $399,048
Capital requireménts ........................................................................................................ $ 5.000 $ 6,603
Net capital in excess of reQUIrement................oooveeveeiiiceniirceriasnieesesceeeetanereesesssasees $55,932  $43.308
Ratio of aggregate indebtedness to net capital..................c.ooevvvvevecccnivinnrnnenicnennn, 111101 198101
Reconciliation with the Company’s computation (included in Part Il of
Form X-17A-5) as of December 31:
Net capital, as reported in the Company’s Part lIA (Unaudited) FOCUS Report........... $60,932 $46,846
Net audit adJUSTMIENIS ...ttt eraee e s rsres s reeassrssn svaseeessseseasannaen 3,065
Net capital PEr @DOVE ...............cocveevieeeeiiiicetie sttt eeee et se e s e e s e sb e e raaeesaeeanantneens $60,932  $49.911

SEE INDEPENDENT AUDITOR'S REPORT.
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IHE CAPITAL GROUP SECURITIES, INC.

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
UNDER RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2002 AND 2001

The Capital Group Securities, Inc. is exempt from the reserve requirements of Rule 15¢3-3 as its transactions
are limited such that they do not handle customer funds or securities. Accordingly, the computation for determination
of reserve requirements pursuant to Rule 15¢3-3 and information relating to the possession or control requirements

pursuant to Rule 15¢3-3 are not applicable.

SEE INDEPENDENT AUDITOR’S REPORT.
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THE CAPITAL GROUP SECURITIES, INC.

INFORMATION RELATING TO POSSESSION OR CONTROL
REQUIREMENTS UNDER RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2002 AND 2001

The Company had no items reportable as customers’ fully paid securities: (1) not in the Company's
possession or control as of the report date (for which instructions to reduce to possession or control had been issued
as of the report date but for which the required action was not taken by the Company within the time frames specified
under Rule 15¢3-3) or (2) for which instructions to reduce to possession or control had not been issued as of the
report date, excluding items arising from “temporary lags which result from normal business operations” as permitted

under Rule 15¢3-3.

SEE INDEPENDENT AUDITOR'S REPORT.
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IHE CAPITAL GROUP SECURITIES, INC.

SCHEDULE OF SEGREGATION REQUIREMENTS AND FUNDS
IN SEGREGATION FOR CUSTOMERS’ REGULATED
COMMODITY FUTURES AND OPTIONS ACCOUNTS

DECEMBER 31, 2002 AND 2001

The Company claims exemption from the segregation requirements of the Commodities Futures Act since it
has no commodity customers as the term is defined in Regulation 1.3(k).

SEE INDEPENDENT AUDITOR’S REPORT.
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